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Chapter 12 


Product Failure and Product 
Tampering 


The cases in this chapter center on problems and perceived problems of 
products and what was done in the areas of crisis management and crisis 
communications in order to convince consumers that the problems had 
been eliminated. Yuhan-Kimberly in Korea had a crisis when consumers 
believed its wet wipes were not safe for infants. Maple Leaf Foods, Inc. 
in Canada had to make changes to convince consumers its products were 
safe after several people had died. Wendy’s had to do the same after a 
customer tampered with its chili. 


Case: Yuhan-Kimberly and Baby Wet Wipes 


Yuhan-Kimberly is a leading health and hygiene company that manu- 
factures and sells diapers, tissues, sanitary napkins, and wet wipes. The 
company was established in Seoul, Korea in 1970 as a joint venture of 
Kimberly-Clark and Korea’s Yuhan Corporation. Its major products 
make up more than 50 percent of the market share in Korea. 

SeungWoo Son is public relations manager for Yuhan-Kimberly and 
EunWook Lee is vice president (see Figure 12.1). 

The 2005 crisis centered on the Yuhan-Kimberly product, Huggies 
baby wet wipes. Wet wipes were originally classified as a cosmetic product 
in the United States, Europe, and several Asian countries. Because Yuhan- 
Kimberly also sells diapers, the wet wipes were marketed in Korea for 
baby care. 

The crisis began March, 2005, when a consumer activist organization 
discovered through its research that there was formaldehyde in Yuhan- 
Kimberly wet wipes. It announced its findings through the mass media— 
newspapers, TV cable channels, and radio—all over Korea. 

Son said there was a standard of formaldehyde used in cosmetics, but 
there were no regulations in place for wet wipes for babies. Yuhan- 
Kimberly took the position that the wet wipes had only one-tenth of the 
formaldehyde permitted in cosmetics, therefore there was no danger. 
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Figure 12.1 Crisis communicators at Yuhan-Kimberly in Seoul, Korea handled 
the wet wipes crisis. EunWook Lee (in front) is vice president of 
the company. SeungWoo Son (rear) is public relations manager. 
Photo printed with permission. Courtesy of Yuhan-Kimberly. 


Cultural Concern 


In order to comprehend Yuhan-Kimberly’s position, Son said one must 
first understand aspects of the Korean culture. The Ministry for Health, 
Welfare and Family Affairs reveals that the Korean people consider the 
ideal birth rate to be 2.54 children per family. However, the actual birth 
rate is lower than what people consider ideal; it is 1.19 children per 
family. The reasons, according to Son, are financial burdens, including 
the value and importance of private education and insufficient infrastruc- 
ture for childcare. In addition, public opinion can quickly spread through 
Internet networks due to Korea’s 80 percent use rate and top class IT 
infrastructure. 

Consequently, Son said, parents are extremely sensitive about the safety 
of babies and want to take all precautions and no risks to protect babies 
from illnesses and infections. 

This does not suggest that parents in other countries do not care as 
much for their children, but the formaldehyde scare did not arise in other 
countries where wet wipes were sold, probably because they were 
marketed as a cosmetic product. 

The level of formaldehyde in Yuhan-Kimberly’s wet wipes did not please 
parents even though it was one-tenth of the permitted level. Nearly 50,000 
consumers filed complaints via telephone, email, and a website bulletin 
board. In addition, comments were posted on portals and community 
sites; an anti-website was launched. This put Yuhan-Kimberly in a 
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challenging situation. Not only was there concern for the sales of wet wipes 
but also fear that sales of other products would drop. Yuhan-Kimberly is 
also the leading diaper manufacturer. In fact, it began manufacturing wet 
wipes for hygiene purposes as an extension of its Huggies diaper business, 
which accounted for 60 percent of the market share of all diapers sold in 
Korea. As consumers complained about the wet wipes, there was concern 
that the diaper business would begin to fail because they were connected. 
The market share of the wet wipes went from 50 percent to 26 percent and 
21 percent in April and May, respectively. The possibility of widespread 
criticism of the company was a dire situation. 

Son said, “Yuhan-Kimberly is one of the most respected companies in 
Korea and has earned high consumer confidence as a company that is 
strongly dedicated to fulfilling its corporate social responsibility.” 
Corporate social responsibility (CSR) is very important to Koreans, who 
have high expectations of ethical behavior in large companies. CSR asks 
for a high standard of social contribution in addition to fulfilling ethical 
and environmental requirements. Just before the crisis in 2005, the 
company ranked sixth on the list of “Most Respected Companies in 
Korea” by the Korea Management Association. “We did not want to lose 
this position in the eyes of consumers,” said Son. 

Customers had begun asking for refunds on wet wipes and then also 
began asking for refunds on diapers. There were signs that consumers were 
planning to launch a boycott campaign of all products. “Whereas 
companies with a good image can achieve high marks from consumers, 
when consumers are disappointed, the effect can be much more negative 
in relative terms,” said Son. 


Crisis Management and Communications Plan 


Yuhan-Kimberly had a crisis management policy that included crisis 
communications. It included crisis prevention and crisis response if a 
crisis developed. 

When the formaldehyde issue became problematic, the company set out 
to follow its plan: 


Step 1. The company created the crisis management team, which 
included the CEO, a spokesperson, and the business leader. 

Step 2. The spokesperson (EunWook Lee) was responsible for com- 
munication with all publics, external and internal, to be certain 
to have what Yuhan-Kimberly calls “one voice, one channel.” 

Step 3. The crisis management team oversaw the monitoring of all 
reports in newspapers, television, radio and Internet sources, 
particularly websites. Persons directly monitoring media made 
reports back to the crisis management team. Internal publics 
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were informed of outlooks and outcomes. A product safety survey 
was conducted by authorized research facilities. 

Step 4. A standby statement was carefully written as swiftly as was 
possible (see Figure 12.2). A Q and A was prepared for each 
stakeholder: employees, news media, customers, vendors, govern- 
ment, and consumer protection organizations. There was great 
concern to protect Yuhan-Kimberly’s reputation and the confi- 
dence publics have in the company. There was determination to 
avoid any public misunderstanding and thereby minimize the 
impact of the crisis. 

Step 5. In an effort to convince the publics that the product was safe, 
data was collected to prove the points and avoid further widening 
of the crisis. This data was written in a news release to the media. 
Questions were expected and interviews with staff members, 
shareholders, and partner companies were conducted to add to 
the persuasion. One interview with experts was posted on the 
website for consumers who sought details online. In addition to 
the standby statement, medical and chemical professionals gave 
objective evidence of product safety on a video interview. They 
had studied safety regulations of Korean and international 
agencies. 

Step 6. The company refrained from making individual responses to 
prevent friction and the dissemination of ungrounded data. The 
team did, however, make efforts to control information on anti- 
websites by politely providing the site webmaster with the 
company’s position and objective data to resolve misunder- 
standing. In response to the third party complaints on the web, 
the team used the standby statement as well as convincing 
information from the medical professionals. 

Step 7. If consumers made requests for exchanges or refunds after learning 
of the explanations, the company complied with their requests to 
prevent the spread of complaints. The company handled its own 
exchange and refund process rather than turning it over to external 
agencies so that the crisis would be contained and the “one voice” 
could be maintained. Also, the company delivered its statement and 
Q and A to wholesalers and direct accounts including discount 
stores, and asked for their cooperation in dealing swiftly with 
exchanges without inconveniencing consumers. 

Step 8. The business leader prepared his department for development of 
wet wipes without formaldehyde even though legal regulations 
did not make this requirement. 

Step 9. A rebuilding program was executed to recover corporate and 
brand reputation. There were five steps, all designed for a return 
to normalcy. 
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1. Maintain consistency in communications until the close of the 
crisis. 

2. Develop and launch a new product that not only meets legal 
standards but also consumers’ expectations. 

3. Re-examine social commitments such as ethical management, 
environmental management, and corporate social responsibility. 

4. Expand social contributions activities and reinforce public rela- 
tions activities. Reinforce corporate public campaign “Keep 
Korea Green,” which existed before the crisis onset. 

5. Make an announcement on the increased investment and enhance 
reporting on the company and products. 


Observations 


1. The crisis was kept at a minimum by speedy communications and 
effective crisis management. The market share recovered in a short 
period of time. The wet wipes market share recorded 50 percent in 
February, 2005, and dropped to 21 percent two months later; 
however, it recovered after that and recorded 30 percent in June and 
40 percent in October. The 2008 market annual share recorded was 
greater than 46 percent. The general evaluation is that the company’s 
communications program received high trust due to the company’s 
reputation of being concerned with the consumer. 

2. Although the reputation of the company was partly damaged, 
consumer confidence was recovered in a short period of time thanks 
to prompt and consistent response, a reputation rebuilding program, 
and the longstanding high reputation of the company. 

3. In the list of Korea Management Association’s Most Respected 
Companies in Korea, Yuhan-Kimberly slipped from #4 in 2004 to 
#6 in 2005. It recovered the #4 position in 2006 and advanced to #3 
in 2008 and 2009. 

4. Research in 2009 conducted by crisis management experts headed by 
Professor Hyun Ou Lee of Hanyang University revealed that Yuhan- 
Kimberly’s longstanding good corporate image had helped it 
withstand the crisis with less damage to its corporate reputation than 
a company with a not so stellar image. 


Conclusions 


Yuhan-Kimberly’s reputation based on social contributions and respons- 
ibilities is the best asset and value in the face of a crisis. 
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FHC] ERE MEL. 


BAG ASS NF, EUS AAFIE JERE EHH ANSE gs gA 
EAF AAA BIS BD AGUA. le] HEHE LEANE EL 2000ppmH 4. 


sy JIA Ae AE 4A AS, EU, AUG, SF St Zl 2,000ppm 4, 
HAD |S ALA SEE MAM NER Aa BH Fave] sy tE Fal 
AAS} AN 5A og AD) dna SRS AASA. 


aa, agne a2 ZAA Gea AAA ABA SEPIA 210ppm 
AE EAER AAA Jd. JE AA AF? FQ AAT Y Hayat 
JAER AS NË 2,000ppm4 F 1029 1 FELZ, CAVES A Hol Bslseud. 
qt, aAA SEF] ASA MAEA HG Has AA Be Eg 
80pm SY AFIA Y471S Bes 277} A7 Sl vb lec. 


ld, HAAS FA ADS Sele R sy Hs ALEA Get Yt Bold Bho] 
ARA SEF cl a 8S Aw Matz sat, FU VtG) 4 ASF AS AA 
PERAE ESE WA Me AAAF DASA we, WHS a sga 
AVIA, DASAME ABI AGS Adz aE P, UH BF mga 
=e Add. 


BEE, FR ANIA SEAN ASFA FU AISA AS NEN 2000ppm3} 47] FY 
AS TAHA ALS AE 30pm ERA zo} she AAS Apolo dale SF 2a 
NÈ I ta} ADS) AA yt Add. 


Figure 12.2 This is the message, in Korean, used on the news release to explain the 


ed on 


wet wipes situation. There was never a danger, but consumers did not 
understand this. Courtesy of Yuhan-Kimberly. 


11/30/2023 11:07 AM via RUTGERS UNIVERSITY LIBRARIES. All use subject to https://www.ebsco.com/terms-of-use 


Product Failure and Product Tampering 309 


YUHAN-KIMBERLY WET WIPES 
ARE SAFE! 


In the developed countries such as United States, EU, and etc, wet wipes 
is classified as cosmetics and its quality and safety are rigorously controlled 
by administration than any other industrial products. Here, the maximum 
permissible level of formaldehyde in cosmetics is 2,000 ppm. 


Use of formaldehyde in the local cosmetics is also allowed by 2,000 ppm 
just like United States, EU, Canada and Australia. With much reinforced 
quality and safety control than regulation, Yuhan-Kimberly’s baby wet wipes 
has become the most loved one over the past 5 years. 


According to the recent examination of one consumer organization, 
210 ppm of formaldehyde as detected in the Yuhan-Kimberly’s baby wet 
wipes. As noted before, this amount is only I/10 of both local and other 
developed countries’ regulation, and it had been reconfirmed as being safe. 
However, the consumer organization asked the local companies to adjust 
the amount not exceeding 30 ppm once in the past, which falls into the 
guideline for the ‘voluntary safety mark’ of the wet wipes. 


Though Yuhan-Kimberly is convinced of the safety of baby wet wipes, we 
decided to accept return or exchange products, with respecting the 
‘voluntary safety mark’ guideline. The consumer who is currently using the 
product can either keep it or replace. 


Separately, we will closely work with the related organizations to close 
the gap between 2000 ppm, which is the common regulation in both of the 
developed countries’ and the local cosmetics, and 30 ppm, which is the 
‘voluntary safety mark’ guideline. 


Figure 12.3 This is the news release in Figure |2.2 translated into English by the 
Yuhan-Kimberly executives. Courtesy of Yuhan-Kimberly. 
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Approach with a Human Face is the Basic Message of Crisis 
Communications 


Setting crisis management techniques and appointing a spokesperson 
swiftly minimizes confusion. Even prior to the crisis in 2005, Yuhan- 
Kimberly had a well-managed crisis management system including a crisis 
management team. However, the company took the opportunity to be 
stronger when facing a crisis. The company reinforced crisis prevention 
activities and an early warning system with issue monitoring and tracking. 


Prompt Responses Minimize Negative Opinion 


Yuhan-Kimberly’s crisis management was successful in that it minimized 
negative public opinion and sentiment efficiently with clear and honest 
communication, and it also prevented problems, all according to its 
prepared crisis manual. 

In 2014, the company, in order to build trust with consumers in 
foreign markets as well as in Korea, adopted a safety policy of disclosing 
ingredients used for baby products. In partnership with U.S. based 
Kimberly-Clark, the company has been focusing on overseas baby care 
markets. It exports baby wipes, wet tissues, and other products to 
Australia, New Zealand, China and Singapore, countries with strict safety 
standards. 


Case: Maple Leaf Foods and the Battle against 
Listeria 


Maple Leaf Foods, Inc., headquartered in Toronto, Ontario, Canada, 
packages food products for distribution in Canada, the United States, the 
United Kingdom, Asia and Mexico. It is Canada’s largest food processor 
and its origins date back more than 170 years to a company called 
Grantham Mills in St. Catharines, Ontario. After several mergers, Maple 
Leaf Foods was founded in 1961. It is publicly traded under the company 
symbol MFI on the Toronto Stock Exchange (TSX). 

The food products distributed from Maple Leaf are organized in three 
major groups: meat, bakery, and agribusiness. The meat group includes 
fresh meats, chilled and ready to cook products, and packaged meats. 
The bakery group includes various kinds of breads, pastas, and sauces. 
The agribusiness group includes rendering, biodiesel and hog production 
operations. 

The crisis centered on sliced meats that bore the establishment number 
of the Toronto facility, 97B, on the packaging. These recalled meats were 
produced under three dozen brands and were sold at retailers, mass 
merchandise outlets, institutions and food service outlets including 
McDonald’s, Boston Pizza, Pizza Nova, Shopsy’s, and Tim Hortons. 
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Listeriosis is very rare, affecting one to five out of one million people 
per year and can result in death. Listeriosis usually occurs in people with 
weakened immune systems such as AIDS patients, the elderly, and 
pregnant women. In pregnant women, it can spread to the fetus and cause 
premature delivery or it can infect the newborn. The infection can begin 
with fever and gastrointestinal symptoms, and can spread to the circulatory 
system and/or the nervous system. Headaches, neck stiffness, and nausea 
occur from 30 to 70 days after consuming contaminated foods. 

A crisis fell on Maple Leaf in August, 2008, when a number of deaths 
and illnesses were linked to products produced at one of its plants. Dennis 
Schroh’s 82-year-old mother had listeriosis and was one of the first cases 
to be reported after the link was confirmed on August 24. She died after 
being fed the contaminated Maple Leaf cold cuts while she was in a 
hospital. 

Listeriosis is a serious infection caused by eating food containing the 
strain of bacteria called Listeria monocytogenes, which is one of six 
strains of the Listeria bacteria and the only one that causes human illness. 
Listeria can be found in processed foods such as deli meats, hot dogs, 
cheese, and ice cream as well as in some raw vegetables and some 
unprocessed foods such as raw dairy, meat, poultry, and fish. 

Maple Leaf released a fact sheet informing the public of its safety 
procedures. It was important to inform the public that safety measures 
were in place even if a glitch had occurred. Federal Health Minister Tony 
Clement announced that several cases of listeriosis had been reported and 
that the number of cases was expected to rise. Maple Leaf voluntarily 
chose to close the Bartor Road plant as a precautionary measure. 

With the plant closed on August 20, 2008, Maple Leaf cooperated with 
investigators from the Canadian Food Inspection Agency (CFIA) to 
determine the origin of the bacteria. All 220 packaged meat products 
produced at the plant dating back to January 2008 were originally re- 
called from retail stores, warehouses, distributors, and 9,000 food service 
establishments and institutions. (Actually, the number of products recalled 
turned out to be 191 rather than 220 because some products were 
duplicates.) The recall cost an estimated $20 million, not to mention loss 
of sales and costs of advertising to recover from reputation loss. A “deep 
sanitization” was done of the plant and equipment; in fact, six sanitization 
cycles were completed. All 84 slicing machines, the most likely problem 
area in the Maple Leaf network, were comprehensively inspected. All were 
completely disassembled, deep sanitized and swab tested. Then the 
company made deep sanitization part of its regular cleaning protocols. 

The company went public with its crisis communications. It responded 
to approximately 50,000 calls in August alone. All the information 
mentioned here about inspection and sanitizing was posted in greater 
detail on the website in a media backgrounder as were photos of the 
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sanitizing process. CEO Michael McCain (see Figure 12.4) held several 
news conferences. Spokespersons did interviews and responses to 
numerous print, broadcast, and online media requests. Regular news 
releases that repeated key phrases were distributed: 


e August 20: “We believe it is important to take these broader preventa- 
tive actions to respond to this situation promptly, comprehensively, 
and in the best interests of our consumers.” 

e August 23: “We know this has shaken consumer confidence in us. 
Our actions will continue to be guided by putting their interest first.” 

e August 24: “Our actions are guided by putting public health issues 
first.” 

e August 25: “We remain steadfast in our belief that our actions must 
continue to be guided by what is in the best interests of public health.” 

e On the website, MapleLeaf.com: “Our management of the Listeria 
outbreak will be motivated by one thing only—the best public health 
interests of Canadians and specifically, our customers.” 


Figure 12.4 Maple Leaf President and Chief Executive Officer Michael McCain was 
the primary communicator on the website and at news conferences 
after the Listeria crisis. He came forward with several explanations 
and apologies as the crisis unfolded. Reproduced by permission of 
Bloomberg/Getty Images. 
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With the food products already distributed and the victims already 
sickened, 22 people died. This was a tragic blow to the company and its 
23,000 employees, not to mention all the families and friends of the 
victims. Maple Leaf CEO Michael McCain made three statements. They 
were placed on YouTube, released to the broadcast media on video news 
releases, and posted on the Maple Leaf website. The first aired on August 
23, the second on September 18, and the third on December 12, all in 
2008. The second statement follows: 


I’m Michael McCain. 

For the past three weeks, we’ve worked with authorities to 
determine exactly how Listeria appeared in our sliced meat products 
at one of our plants. You deserve to know what happened. 

Listeria is everywhere in the environment, which makes it challeng- 
ing. Our investigation found spots deep inside the slicing equipment 
where the Listeria could have avoided our rigorous cleaning pro- 
cedures. 

We fixed that by something called a deep sanitization and then we 
tested it thoroughly. We’ve also done this at each of our other plants 
and made this special procedure standard. 

Our actions will not stop there. The recall product is off the shelf. 
We believe we know what caused the problem and we believe we have 
corrected it. Now, I know these efforts can never make up for what 
has happened and I deeply regret this. We will always be guided by 
putting your interests first and doing everything we can to build your 
confidence in us once again. 


The Bartor Road plant began phasing in production in mid-September 
within a highly controlled and monitored environment with daily on-site 
inspection by federal inspectors to ensure the effectiveness of its food 
safety protocols. A news advisory went out on September 17, announcing 
that McCain would talk to the news media, and a news release was 
distributed announcing the resumption of production (see Figures 12.5 
and 12.6). 

In October, 2008, Maple Leaf issued another backgrounder explaining 
the progress of the investigation. Environmental and product samples were 
being tested. Most samples were negative, and those few products that 
did test positive were not released for distribution in accordance with the 
company’s new food safety protocols. The incidence of Listeria in food 
products ranges from 1 percent to 10 percent, according to Health 
Canada, or, put another way, one in every 200 products will test positive 
for Listeria. Also, Maple Leaf cited reliable sources that indicated that 
5 percent of humans carry Listeria in their intestine without ill effects. 
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Maple Leaf MapleLeaf.com 


NEWS ROOM 


Urgent News Advisory—Maple Leaf President and CEO to 
Address Media 


Toronto, September 12, 2008—Maple Leaf Foods (TSX/MFI) will 
hold a media briefing in conjunction with Bartor Road reopening. 


e Who: Michael H. McCain, President & Chief Executive Officer 

¢ When: September 17, 2008 at 4 p.m. Eastern - TODAY 

+ Where: 16th Floor, 30 St. Clair West, Toronto ON 

* How: In person, or to participate via conference call, please call 
416- M / 36- 

¢ For those unable to participate, playback will be made available 
an hour after the event at 416-] / 500- 
(Passcode 3270923 followed by the pound sign.) 


Registration required: 
Please contact Caroline Spivak at 416- to register. 


Maple Leaf Foods Inc. is a leading food processing company, 
headquartered in Toronto, Canada. The company employs 
approximately 23,000 people at its operations across Canada and 
in the United States, the United Kingdom, and Asia. The company 
had sales of $5.2 billion in 2007. 


Source: Maple Leaf Foods Inc. 
Media Inquiries contact: Caroline Spivak 4| 6 


Figure 12.5 A news advisory informing reporters of a briefing by the Maple Leaf 
CEO announcing that the plant closed after the Listeria crisis would 
reopen. 
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Maple Leaf MapleLeaf.com 
NEWS ROOM 
Maple Leaf Bartor Road Plant Resumes Production 


Toronto, Sep. 17, 2008— 


Maple Leaf Foods (MFI: TSX) today announced that it is resuming production at its 
Bartor Road facility in Toronto, following the completion of a comprehensive pre- 
operation inspection conducted by the Canadian Food Inspection Agency (“CFIA”). 
Maple Leaf voluntarily closed the plant after products were found to contain listeria. 


“This plant has undergone intensive investigation, deep sanitations and testing to 
ensure that the listeria contamination linked to the recent outbreak has been eradicated” 
said Michael McCain, President and CEO. “While we have always practiced the 
highest level of vigilance, we are implementing even more rigorous food safety 
standards going forward, which are the best practice in Canada and the industry.” 


* The Bartor Facility has undergone six intensive sanitations, well beyond normal 
cleaning practices, under the supervision of microbiologists and sanitation experts. 

* Slicing equipment has been completely disassembled and deep cleaned and tested 
multiple times. Slicing equipment across the Company is subject to daily 
disassembly prior to daily cleaning and regularly scheduled intensive disassembly 
to verify elimination of potential harborage points, well beyond industry standards. 

¢ The effectiveness of the sanitization effort has been verified through recent 
extensive testing, including more than 1,200 swab tests for listeria from various 
points on all production lines and throughout the plant. 

+ We have enhanced our regular environment Listeria monitoring program, more 
than doubling the sampling sites and frequency of testing. 

* The plant will resume production over a phased-in-period. No products will be 
released until the CFIA and Maple Leaf are fully satisfied that food safety protocols 
in place at the Bartor Road plant are effective. Test runs of products will also be 
completed before any new product is distributed from the plant. 


“Throughout this incident we have steadfastly placed consumers’ interests first,” 
concluded Mr. McCain. “Now we must completely restore their confidence in the 
quality and integrity of our products.” 

Maple Leaf Foods is a leading food processing company, headquartered in Toronto, 
Canada. The company employs approximately 23,000 people at its operations across 
Canada and the United States, the United Kingdom, and Asia. The company had sales 
of $5.2 billion in 2007. 


Source: Maple Leaf Foods Inc. 


For further information: 


Investor Inquiries Contact: Lynda Kuhn (416) DA 
Media Inquiries Contact: Linda Smith (905) p 


Figure 12.6 The news release disseminated with information about the plant 
opening. It was posted on the company’s website. Reprinted with the 
permission of Maple Leaf Foods. 
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CEO McCain made the following statement when the company and 
the CFIA announced they would not distribute any products from the 
Bartor Road facility until findings and remediation through sanitization 
had been validated: “We are being ultra cautious in this facility, more 
cautious than any other plant in North America.” 

The news media and consumers were carefully educated using Listeria 
experts. It was explained that the new safety management program’s 
environmental testing would encourage finding Listeria, that this was 
“a normal and routine finding,” also that “if you test for it, you will 
find it.” 

Three months after the crisis onset (in November), the message from 
the CEO was that the recall was over. The changes at the plant were 
termed “far reaching”—and not only at the Bartor Road plant. The 
changes also included a company-wide environmental program to serve 
as an early warning system, with daily senior executive oversight. A new 
Chief Food Safety Officer would be hired to ensure constant improvement 
in food safety procedures. 

In December, 2008, Maple Leaf reached a settlement agreement of up 
to $27 million, subject to court approval, with the principal counsel 
groups that had launched class action lawsuits following the Listeria 
outbreak. It agreed to pay $750 to individuals who were sickened by the 
Listeria and $120,000 to the estates of persons who died. In addition, 
the spouses of the deceased would receive $35,000 and a child $30,000. 

Dennis Schroh, the first to file an affidavit that his mother died from 
eating the sliced meats, said “I’m pleased that it’s coming to a closure. 
That’s basically what we want, that it comes to an end and everybody 
can get on with their lives.” 

Colin Stevenson, a lawyer who represented several plaintiffs, said the 
settlement would end all litigation against Maple Leaf resulting from the 
outbreak. “This is a mutually agreeable settlement everybody is happy 
with.” He said that McCain and Maple Leaf had “done the right thing.” 
Stevenson continued, “The fact that it settled so early shows that he 
clearly wanted to do that.” Companies that bought the products that were 
later recalled also received a settlement. 

Dr. Randall Huffman was named and announced as Chief Food Safety 
Officer effective January 5, 2009, reporting to McCain. This was said to 
be the first such position in Canada. In addition to numerous food safety 
responsibilities, including the recently established Maple Leaf Food Safety 
Advisory Council, Huffman also contributes posts and responds to 
comments and questions about the company’s food safety practices or 
decisions on the Maple Leaf blog. 

After new food safety protocols were set up, the company produced a 
video, Our Journey to Safety Leadership, which was posted on YouTube 
in July, 2009. 
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Figure 12.7 Cleaning a slicer machine. The effectiveness of all stages of sanitation 
was verified through intensified tear-downs and swabbing, involving over 
1,000 tests for Listeria from various points on all production lines, and 
throughout the plant. Courtesy of Maple Leaf Foods. 


In its continuing effort to concentrate on safety and to let consumers 
know how they are directing this effort, in January, 2010, Maple Leaf 
named Peter Slade as Senior Director, Food Safety Technical Affairs. A 
microbiologist, Slade came to Maple Leaf with an extensive background 
in food safety. The announcement posted on the blog page said he would 
specifically be “responsible for working closely with each Maple Leaf 
business unit to identify opportunities to further mitigate potential food 
safety risks.” 


Blogs 


DaveFleet.com has a blog “exploring the intersection of communications, 
marketing, and social media.” Most of the bloggers about Maple Leaf 
were positive about the company and its response to the crisis. Fleet 
himself cited seven lessons learned from the crisis: 


1. The CEO told his own story. 


2. The CEO personally apologized in a video played on mainstream TV 
and YouTube. 
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The company recalled all of the tainted packaged meats (in question). 
The company worked to improve inspection standards. 

The CEO had well thought out messages. 

The communication was consistent. 

The CEO was open. 


SO ee 


Study of Consumers’ Attitudes 


Professor Terence Flynn of the DeGroote School of Business, McMaster 
University, headed the research team and wrote a study of the perceptions 
of more than 4,500 Canadians and how they felt about Maple Leaf Foods 
based on reputational opinions, loyalty, trust, and desire to do business 
with the company (Flynn, 2008). 

Fieldwork was done following each of CEO McCain’s three major 
video announcements: 


e August 27-September 5, 2008 
e September 26-29, 2008 
e January 8-12, 2008. 


All persons participating were 18 or over and were stratified according 
to ages, gender, and the province in which they reside. The same questions 
were asked of each group. The study was dated January 29, 2009 (Flynn, 
2009). Flynn’s results are excerpted below. 

Results showed that those participants who saw the video news release 
had significantly higher good opinion ratings of the company than did 
those who did not see the video (74 percent vs. 63 percent). 

Of those who had previously purchased Maple Leaf Foods products 
83 percent scored the company higher on credibility, food safety, and 
doing what they said they would do than those who had not purchased 
Maple Leaf products. 

The study determined that companies should consider the following 
points in coping with crises: 


the impact of a credible spokesperson; 

the value of being crisis prepared; 

the effect of immediate communications; 

the desire and intention of doing the right thing and being transparent 

and in light of not only listening to the accountants and lawyers; 

e the power of ongoing consumer/customer relationships and the value 
of a healthy and strong reputation; 

e the connection between public relations/communications manage- 

ment and customer loyalty. 
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Update 2015 


Maple Leaf Food CEO Michael McCain was voted 2008 Business 
Newsmaker of the Year for his handling of the Listeria outbreak. The 
company was praised for not hiring a huge crisis team and for acting with 
urgency, maintaining its own core values, taking accountability and being 
transparent. 

Dr. Huffman, in speeches to student groups, begins with an open 
statement, “I work for a company that took the lives of 23 Canadians.” 


Case: Wendy’s and the Finger-in-the-Chili Hoax 


Denny Lynch, as Senior Vice-President of Communications for Wendy’s 
International, faced a crisis that innocent food-based companies fear—a 
consumer commits a vicious act that causes other patrons to turn away 
from the restaurant or product. 

In March 2005, Anna Ayala, then 39, a Las Vegas resident visiting San 
Jose, California, went to a Wendy’s with relatives. She ordered a bowl of 
beef chili. She said she bit into a spoon of chili and “suddenly I chew 
something that’s kind of hard, crunchy. I spit it out.” She said that’s when 
she realized the crunchy item was a 1% inch human finger with a well- 
manicured nail. She hired a lawyer and sued. 

Lynch received a phone call that night from Bob Bertini, Wendy’s 
director of communications, explaining what happened. Lynch said he had 
no time to make a plan of action; he had to act immediately—the news 
media were calling. For the next 60 days, Lynch and Bertini spent many 
hours talking to the news media. Lynch said, “The pace was nonstop. Even 
when Pope John Paul II died, the incident still got coverage.” 

At first, sympathy was with Ms. Ayala. The Santa Clara County Health 
Department said she was ill and distraught. The spokesperson said, “She 
was so emotionally upset once she found out what it was. She was 
vomiting.” It also hurt Wendy’s efforts when the health department 
immediately released photos of the finger to the news media. This made 
the picture people imagined very real, and national news coverage 
intensified. The health department did announce that there was no public 
health risk, but that was never the issue anyway. 

Lynch was not new to crisis communications. In his 25 years at 
Wendy’s, he was on the job when five workers were shot and killed in a 
Wendy’s in Queens, New York. 

So a Wendy’s regional management team set up a makeshift crisis 
command center in a franchise office in San Jose. The local police were 
involved, as was the coroner. Wendy’s cooperated fully with the police 
and health officials, and did everything possible to assist them with their 
investigation from the earliest stages of the crisis. 
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As the news spread, patrons fled. A human finger found in food was 
not life-threatening—as in the Tylenol case when capsules had been laced 
with poison (see Chapter 6)—nor was it as frightening as a fear of AIDS— 
as in the Snapps case when restaurant patrons heard a rumor that a 
manager with AIDS had bled into a hamburger. However, it was still 
a picture that people could not get past. “It was the gross-out factor,” 
Lynch said. People could not eat chili without imagining there was a finger 
in it. Even people who knew it was extremely likely that it was a scam 
were still affected by the gross-out factor. 

Wendy’s is based in Dublin, Ohio, with 6,600 locations in North 
America. All its restaurants were affected but particularly those in the San 
Francisco Bay area. The company lost 20 percent to 50 percent of its 
business in the Bay area in the first month after the incident. 

The New York Times called the crisis campaign “CSI: Wendy’s.” 
Wendy’s checked its own employees and the employees of all its suppliers 
and quickly determined that no one in Wendy’s supply plants or the 
restaurants had a missing finger. Lynch announced to the press, “All of 
our employees have ten digits.” In addition there had been no reports 
made to the Occupational Safety and Health Administration of injuries 
at any supplier of the ingredients of Wendy’s chili. (Wendy’s chili is made 
from scratch in each restaurant.) The employee who prepared the chili 
had been with the same restaurant for 10 years and was respected for his 
dutiful work. 

Wendy’s crisis management strategy centered on four areas: 


1. Conducting due diligence to establish the brand was not at fault. 

2. Ensuring that Wendy’s key company values drove all decisions and 
activities. 

3. Briefing and mobilizing team members for quick action and response 
as events unfolded. 

4. Building a post-incident campaign that enhanced Wendy’s brand. 


“Our position was that based on all the information we had, we 
strongly believed Wendy’s was not responsible,” Bertini said. “We 
cautioned the news media not to jump to conclusions, while deliberately 
avoiding fraud accusations against Ms. Ayala. We did not want to do 
anything that could jeopardize the police investigation.” 

So, feeling confident about Wendy’s position, it became necessary to find 
out to whom the finger had belonged and vindicate the company publicly. 
In the spirit of a true TV mystery, talk went to “Where is the rest of the 
body?” Wendy’s offered $50,000 and later a $100,000 reward for 
information leading to positive identification of the finger and announced 
that to the news media. Wendy’s also contracted with an outside source 
to man a “tip line” operating 10 hours each day for reports. 
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Copycat cases sprang up with people claiming to have found other items 
in food at Wendy’s—bones and fingernails were mentioned. The finger 
was fuel for jokes on late night TV talk shows and conversation for 
daytime call-in radio shows. Jay Leno, on NBC’s The Tonight Show with 
Jay Leno, said “I didn’t know Wendy’s sold finger food.” 

Immediately following the alleged incident, Ms. Ayala scheduled an 
appearance on ABC’s Good Morning America to tell her story. This was 
the only such national program to have booked an interview with her. 
Wendy’s tried to dissuade ABC from airing the interview because the 
story, at that point, would make Ayala look credible and would give her 
a national forum. However, the show refused to curtail its plans, and 
Wendy’s representatives opted not to appear on camera with Ayala. 

Nothing good could come from a conversation about the incident, 
especially as the police investigation was ongoing and the origin of the 
finger was still a mystery. Nevertheless, Lynch spent three hours on Easter 
Sunday night preparing a written statement that was read in its entirety 
on the show. The company’s basic position was that the finger did not 
enter the food chain in its ingredients. 

The employees at the San Jose restaurant had all their fingers, and no 
suppliers of Wendy’s ingredients had any hand or finger injuries. If a 
Wendy’s spokesperson had appeared, it could have left the viewing public 
with the attitude “Big company attacks poor innocent woman and won’t 
admit it is wrong.” Still, Ms. Ayala and her lawyer appeared, and anyone 
who had never heard the story before now heard it, and she was still 
considered the victim in the case. 

People began to claim the finger and the reward. In one of the many 
bizarre twists in the case, a woman claimed she lost a finger in a leopard 
attack at an animal compound near Las Vegas. The woman said she last 
saw her middle finger when it was packed with ice in a plastic bag in 
hopes of reattaching it. When doctors told her it could not be reattached, 
she said she had “no idea what happened to the finger.” The hospital 
confirmed that she was there for a leopard attack and that it could 
not account for where the finger was. Her lawyer came forward saying, 
“She wants to participate in DNA testing and any final resolution of 
that matter.” He stressed that his client had no connection with 
Ayala. This was investigated, but the woman’s finger was longer than the 
one supposedly found in the chili, and the fingerprints did not match. 

Then the story began to turn. The police continued to investigate, and 
the coroner began an investigation. In considering the preparation of the 
chili, first, the raw meat is turned into ground beef at the meatpacking 
plant. Nothing as long as one inch survives the process. The ground beef 
used in the chili is chopped into small chunks with a spatula, not even a 
sharp knife. The beans, from cans, are added along with seasonings and 
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tomatoes. Then, the chili is made in a 22-quart pot and cooked for four 
to six hours; it is stirred every 15 minutes. The coroner said (and the health 
department concurred) that the finger “was not consistent with an object 
that had been cooked in chili at 170 degrees for hours.” 

The police discovered that Ms. Ayala was experienced at filing lawsuits 
against companies. She had been involved in at least six such cases, some 
in the San Francisco Bay area. One involved a sexual harassment suit 
against an auto dealership. That case ended when she had a dispute with 
her lawyer. 

In another suit, she won a settlement against an El Pollo Loco restaurant 
in Las Vegas. She charged that her daughter became ill after eating in the 
restaurant, and she was paid for medical expenses. Police investigators 
said they found 13 civil actions involving Ayala and her children. She was 
involved in a criminal complaint charging that she sold a trailer she did 
not own to a woman in San Jose. 

In early April, police went to Ayala’s home to question her and, 
according to Ayala, she asserted that they were out to get her and were 
unnecessarily rough as they executed a search warrant at her home. The 
Associated Press reported that she said, “Lies, lies, lies—that’s all I am 
hearing. They should look at Wendy’s. What are they hiding? Why are 
we being victimized again?” A few days later, her lawyer said she had 
decided not to sue. 

In mid-April, there was a press conference with Wendy’s officials and 
the police. The police told the news media that they considered the claim 
a hoax. Ayala was arrested and held without bail at Clark County jail in 
Las Vegas. She was charged with attempted grand theft stemming from 
the fact that Wendy’s had lost millions of dollars in sales because of a 
hoax devised by her. 

Police said they found in their investigations that two people who knew 
Ayala said she described putting the finger in the chili. The descriptions 
were similar and the two people did not know each other. Also, Ayala’s 
family members who were with her at Wendy’s said they did not see the 
finger in her mouth and noticed it only after she pointed to it in the cup. 
Two family members said they saw her spit it out and she vomited, but 
there was no evidence of that at the scene. 

In May 2005, Wendy’s was fully vindicated when police discovered the 
owner of the finger. A phone call to the hotline tipped police to speak to 
a male friend and coworker of Ayala’s husband, Jaime Plascencia. The 
friend—Brian Rossiter—had lost a finger in an industrial accident the 
previous December. The finger was positively identified as belonging to 
Brian Rossiter, who had sold it to Plascencia for $100. Rossiter cooperated 
with police and told them the couple had offered him $250,000 to keep 
silent. The husband was arrested on identity theft charges unrelated to 
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the Wendy’s case, but was later also charged with conspiracy to file a 
false insurance claim and attempted grand theft with damages exceeding 
$2.5 million. 

San Jose Police Chief Rob Davis declared, “The jig is up! The puzzle 
pieces are beginning to fall into place, and the truth is being exposed.” 

Soon afterwards Wendy’s made a customer relations move, reaching 
out to customers in 50 Bay Area restaurants and offering each one a free 
Frosty and coupons. The approach was later expanded nationally with 
Wendy’s giving away more than $15 to 18 million during a weekend to 
thank customers for their loyalty (see Figure 12.8). A column by Wendy’s 
Chairman Jack Schuessler appeared that same week in the Wall Street 
Journal explaining how Wendy’s defended its brand, at great cost, and 
would emerge stronger and better. 

Both Ayala and Plascencia entered guilty pleas in September. At their 
sentencing hearing in January 2006, the Wendy’s cashier, Jose Pacheco, 
said Ayala had asked whom he killed to get the finger and made him bear 
the brunt of her complaints. Hector Pineda, who made the chili, said 
“T felt so bad for the fear of what people would think of me. We are the 
ones who suffered.” 

Ayala was sentenced to nine years in prison while her husband received 
a 12-year sentence. They also must pay $170,000 in restitution for the 
San Jose Wendy’s workers’ lost wages and $21.8 million to Wendy’s 
International and JEM Management, which owns the restaurant. Both 
corporations agreed not to collect from the couple if they never benefit 
from the scam, including books and movies. 

Lynch asked the judge to send a message that “consumer fraud is a 
serious crime that demands a severe penalty.” 

Looking back at the crisis, Lynch says that Wendy’s “moved from a 
place where many people thought we were guilty to a point where they 
realized our employees and our brand had been victimized. Because of 
our actions, we hope people also now see us as a company that stood by 
its principles and endeavored to do the right thing when faced with 
enormous challenges.” 

In talking to USA Today about the crisis, Schuessler said, “We believe 
our reputation is the most important thing we have.” He also said that 
during a crisis situation, companies have to have a set of core values 
because “there’s no playbook that’s been written.” 


Update 


Wendy’s was widely praised for its crisis communications including the 
following experts who made additional comments: 
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Figure 12.8 The Dublin, Ohio-based fast-food chain gave away as many as 18 million 
frozen desserts on the weekend after the sentencing. “The turnout for 
the promotion exceeded our expectations,” said spokesman Bob Bertini. 
“Throughout the weekend, there were long lines in our restaurants 
across the country.” The company gave the desserts away to thank 
customers for their loyalty. Courtesy of Wendy’s. 


Figure 12.9 The celebration at the Wendy’s restaurant following the hoax proved to 
be fun and uplifting for employees as well as customers. After struggling 
through the crisis, employees enjoyed hearing all of the positive reaction 
from the customers. Courtesy of Wendy’s. 
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PR blogger Jeremy Pepper, who blogs for many PR matters, thinks if 
Wendy’s had blogged before the finger had been identified, it would have 
opened itself up to unwanted jokes and comments since the late night talk 
shows were already making jokes about the finger in the chili. 

Jonathan Bernstein, a crisis communications expert, advises that 
Wendy’s should have offered the free Frosties as soon as the finger story 
hit the news, that this might have embraced customers sooner. 


What Could Have Been Done if Social Media 
Existed... 


Given the 2015 internet’s seemingly unlimited capacity to excite itself, it’s 
easy to imagine that the PR nightmare endured by Wendy’s in 2005 would 
have only been worse if it had happened today. Social media gives everybody 
a voice and escalation is often the default course. Twitter is pretty lax on 
fact-checking. Can you imagine the memes? Luckily, brands have the same 
powerful tools of communication as everyone else, and Wendy’s would have 
been engaged in the conversation right from the start. By actively monitoring 
the channels, crisis response can happen in real time, with dynamic strategies 
ready and in place. Instead of a “tip line” they might have set up a dedicated 
website, perhaps with a dose of humor to offset the implications of the crisis 
and play off the ridiculousness of the claim. 

And since the online conversation includes everyone, the same voices that 
can work against a brand can also work for it. It’s as much fun to dogpile on 
a fraud as it is a brand. It is entirely possible that Ms. Ayala’s credibility would 
have been independently challenged, investigated, and ultimately discredited. 
Her litigious propensity was a matter of public record. There are entire online 
communities dedicated to such treasure hunts. An online conversation can 
include many different perspectives, and it’s important to consider them all. 

Effective crisis communication, like any conversation, starts with good 
listening. Modern channels allow brands to keep an ear to the ground like 
never before, allowing them to be among the first voices heard. But the 
core strategies are essentially the same as they’ve always been: listen, 
engage, repeat. 

In the age of social media when conversations can change in an instant, 
it’s more important than ever for brands to keep a finger firmly on the pulse 
(and out of the chili). 


Aaron Blank, Principal, The Fearey Group 
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Mini-Case: Domino’s Pizza 


Wendy’s gross-out crisis was trumped in 2009 by a Domino’s Pizza chain 
crisis that played out and was appropriately battled on social media 
networks. 

Two Domino’s employees (a man and a woman) in a Conover, North 
Carolina, restaurant filmed a tasteless, extremely graphic prank and posted 
the video on YouTube. As the man defiled the delivery foods, the woman 
provided voiceover while operating the camera saying: 


In about five minutes, it’Il be sent out on delivery where somebody 
will be eating these, yes, eating them, and little will they know that 
the cheese was in his nose and that there was some lethal gas that 
ended up on their salami. Now, that’s how we roll at Domino’s. 


The video soon became the hit of YouTube and was seen by millions of 
viewers and, no doubt, described to numerous others. Though disgusted, 
people would still look and still talk, even though reviled. At the time, a 
search of Google for “Domino” turned up stories of the incident on five 
of the twelve results on page one. On Twitter, there were many discussions 
about it. 

A blogger alerted Domino’s, and the two employees were immediately 
fired and arrested on felony charges. The woman issued an apology, 
which, naturally, was not accepted by Domino’s or its consumers. The 
two said the tainted food products had not been delivered. Yet that 
disclaimer was not enough to prevent serious damage to Domino’s 
reputation or its financial stability. 

Domino’s spokesperson Tim McIntyre said, “We got blind-sided by two 
idiots with a video camera and an awful idea. Even people who’ve been 
with us as loyal customers for 10, 15, 20 years are second guessing their 
relationship with Domino’s, and that’s not fair.” 

At first, Domino’s chose to lay low and let the controversy die, but that 
didn’t work even though YouTube removed the video. “What we missed 
was the perceptual mushroom effect of viral sensations,” said McIntyre. 

Scott Hoffman, chief marketing officer, Lotame, a social media 
marketing firm, said, “In social media, if you think it’s not going to 
spread, that’s when it gets bigger.” In that respect, social media can be a 
modern form of spreading rumor. 

Questions on Twitter were basically, “What did Domino’s do about 
it?” So Domino’s created a Twitter account to address comments. It also 
posted its own YouTube response featuring President Patrick Doyle who 
said: 


We thank members of the online community who quickly alerted us 
so we could take immediate action. The independent owner of that 


EBSCOhost - printed on 11/30/2023 11:07 AM via RUTGERS UNIVERSITY LIBRARIES. All use subject to https://www.ebsco.com/terms-of-use 


Product Failure and Product Tampering 327 


store is reeling from the damage that this has caused and it’s not a 
surprise that this has caused a lot of damage to our brand. It sickens 
me that the actions of two individuals could impact our great system 
where 125,000 men and woman work for local business owners 
around the U.S. and more than 60 countries around the world. 

The store has been sanitized from top to bottom. Nothing is more 
sacred and important than our customers’ trust, and we’re examin- 
ing our hiring practices to make sure that people like this don’t make 
it into our stores. We have auditors in our store every day of the 
week making sure our stores are as clean as they can possibly be and 
that we’re delivering high quality food to our customers, day in and 
day out. 
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